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California State Controller 
 

March 14, 2013 

 

 

Mark Scott, City Manager 

City of Fresno/Successor Agency 

2600 Fresno Street, Room 2064 

Fresno, CA  93721 

 

Dear Mr. Scott: 

 

Pursuant to Health and Safety Code section 34167.5, the State Controller’s Office reviewed all 

asset transfers made by the City of Fresno Redevelopment Agency to the City of Fresno or any 

other public agency after January 1, 2011. This statutory provision explicitly states that, “The 

Legislature hereby finds that a transfer of assets by a redevelopment agency during the period 

covered in this section is deemed not to be in furtherance of the Community Redevelopment Law 

and is thereby unauthorized.” Therefore, our review included an assessment of whether each 

asset transfer was allowable and whether it should be returned to the City of Fresno 

Redevelopment Successor Agency.  

 

Our review applied to all assets, including but not limited to, real and personal property, cash 

funds, accounts receivable, deeds of trust and mortgages, contract rights and any rights to 

payment of any kind. We also reviewed and determined whether any unallowable transfers of 

assets to the City of Fresno or any other public agencies have been reversed.  

 

Our review found that the Fresno Redevelopment Agency transferred $73,626,861 in assets after 

January 1, 2011, including unallowable transfers of assets totaling $41,469,835, or 56.32% of the 

transferred assets. Those assets must be turned over to the Successor Agency. 

 

If you have any questions, please contact Steven Mar, Bureau Chief, Local Government Audits 

Bureau, at (916) 324-7226. 

 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

 

JVB/sk 

 



 

Mark Scott, City Manager -2- March 14, 2013 

 

 

 

cc: Marlene Murphy, Executive Director 

  City of Fresno Redevelopment Successor Agency 

 Steven Szalay, Local Government Consultant 

  Department of Finance 

 Larry Westerlund, Vice Chair 

  Oversight Board, City of Fresno 

 Scott Freesmeier, Audit Manager 

  Division of Audits, State Controller’s Office 

 Anita Bjelobrk, Auditor-in-Charge 

  Division of Audits, State Controller’s Office 
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Asset Transfer Review Report 
 
The State Controller’s Office (SCO) reviewed the asset transfers made 

by the City of Fresno Redevelopment Agency after January 1, 2011. Our 

review included, but was not limited to, real and personal property, cash 

funds, accounts receivable, deeds of trust and mortgages, contract rights, 

and any rights to payments of any kind from any source. 

 

Our review found that the City of Fresno Redevelopment Agency 

transferred $73,626,861 in assets after January 1, 2011, including 

unallowable transfers of assets totaling $41,469,835, or 56.32% of the 

transferred assets. Those assets must be turned over to the Successor 

Agency.  

 

 

In January of 2011, the Governor of the State of California proposed 

statewide elimination of redevelopment agencies (RDAs) beginning with 

the fiscal year (FY) 2011-12 State budget. The Governor’s proposal was 

incorporated into Assembly Bill 26 (ABX1 26, Chapter 5, Statutes of 

2011, First Extraordinary Session), which was passed by the Legislature, 

and signed into law by the Governor on June 28, 2011. 

 

ABX1 26 prohibited RDAs from engaging in new business, established 

mechanisms and timelines for dissolution of the RDAs, and created RDA 

Successor Agencies to oversee dissolution of the RDAs and 

redistribution of RDA assets. 

 

A California Supreme Court decision on December 28, 2011 (California 

Redevelopment Association et al. v. Matosantos) upheld ABX1 26 and 

the Legislature’s constitutional authority to dissolve the RDAs. 

 

ABX1 26 was codified in the Health and Safety (H&S) Code beginning 

with section 34161. 

 

In accordance with the requirements of H&S Code section 34167.5, the 

SCO is required to review the activities of RDAs, “to determine whether 

an asset transfer has occurred after January 1, 2011, between the city or 

county, or city and county that created a redevelopment agency, or any 

other public agency, and the redevelopment agency,” and the date at 

which the RDA ceases to operate, or January 31, 2012, whichever is 

earlier. 

 

The SCO has identified transfers of assets that occurred during that 

period between the City of Fresno Redevelopment Agency, the City of 

Fresno, and/or other public agencies. By law, the SCO is required to 

order that such assets, except those that already had been committed to a 

third party prior to June 28, 2011, the effective date of ABX1 26, be 

turned over to the Successor Agency. In addition, the SCO may file a 

legal order to ensure compliance with this order. 

 

 

Summary 

Background 
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Our review objective was to determine whether asset transfers that 

occurred after January 1, 2011, and the date upon which the RDA ceased 

to operate, or January 31, 2012, whichever was earlier, between the city 

or county, or city and county that created an RDA, or any other public 

agency, and the RDA, were appropriate. 

 

We performed the following procedures: 

 Interviewed Successor Agency personnel to gain an understanding of 

the Successor Agency operations and procedures. 

 Reviewed meeting minutes, resolutions, and ordinances of the City of 

Fresno RDA, City Council, and the Fresno revitalization Corporation. 

 Reviewed accounting records relating to the recording of assets. 

 Verified the accuracy of the Asset Transfer Assessment Form. This 

form was sent to all former RDAs to provide a list of all assets 

transferred after January 1, 2011. 

 Reviewed applicable financial reports to verify assets (capital, cash, 

property, etc.). 

 

 

Our review found that the Fresno Redevelopment Agency transferred 

$73,626,861 in assets after January 1, 2011, including unallowable 

transfers of assets totaling $41,469,835, or 56.32% of the transferred 

assets. Those assets must be turned over to the Successor Agency.  

 

Details of our finding and Order of the Controller are in the Finding and 

Order of the Controller section of this report.  

 

 

At an exit conference on November 19, 2012, we discussed the review 

results with Marlene Murphy, Executive Director, former City of Fresno 

Redevelopment Agency; Debra Barletta, Finance Director of the former 

City of Fresno Redevelopment Agency; Douglas T. Sloan, Assistant City 

Attorney, City of Fresno; and Katie Stevens, Government Affairs 

Manager, City of Fresno. At the exit conference, we stated that the final 

report will include the views of responsible officials. The city responded 

on November 20, 2012, and the response is included in this final review 

report as an attachment. 

 

 

 

  

Objectives, Scope, 

and Methodology 

Views of 

Responsible 

Officials 

Conclusion 
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This report is solely for the information and use of the City of Fresno, the 

Successor Agency to the Redevelopment Agency of the City of Fresno, 

the Oversight Board, and the SCO; it is not intended to be and should not 

be used by anyone other than these specified parties. This restriction is 

not intended to limit distribution of this report, which is a matter of 

public record when issued final. 

 

 

 

 

     Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

March 14, 2013 

 

Restricted Use 
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Finding and Order of the Controller 
 

The City of Fresno Redevelopment Agency (RDA) made an unallowable 

asset transfer of $41,469,835 to the Successor Housing Agency on 

February 1, 2012, at the time it transferred other former RDA assets to 

the Successor Agency of the former RDA. The unallowable asset 

transfers are detailed in Attachment 1. 

 

Pursuant to Health and Safety (H&S) Code section 34175(b) the RDA 

was required to transfer all assets, including housing assets, to the 

Successor Agency. 

 

Pursuant to H&S Code section 34177(e) the Successor Agency is to 

“dispose of all former RDA assets. . . as directed by the oversight 

board. . .” Also, pursuant to H&S Code section 34177(g), the Successor 

Agency is to “[e]ffectuate transfer of housing functions and assets to the 

appropriate entity designated pursuant to Section 34176.” However, 

H&S Code section 34181(c) requires the Oversight Board to direct the 

Successor Agency to “[t]ransfer housing responsibilities and all rights, 

powers, duties, and obligations. . . to the appropriate entity pursuant to 

Section 34176.” 

 

Until the transfer of the assets to the Successor Agency is made, the 

Oversight Board has been denied the opportunity to make a decision 

under H&S Code section 34181(c), and the original transfer to the 

Successor Housing Agency by the former RDA on February 1, 2012, is 

unallowable. Therefore, the assets must be turned over to the Successor 

Agency pursuant to H&S Code section 34167.5. 

 

Regarding the consultant contract, the resulting software also is a 

housing asset and must be transferred to the Successor Agency under 

H&S Code section 34167.5 in order for the Oversight Board to make a 

decision under H&S Code section 34181(c). 

 

The City of Fresno raised the issue of whether H&S Code section 

34178.8 prohibits the State Controller’s Office (SCO) from requiring the 

housing assets transferred by the RDA to the Successor Housing Agency 

to be turned over to the Successor Agency of the former RDA. This 

prohibition applies only to housing asset transfers made by the Successor 

Agency as directed by the Oversight Board. As noted above, the 

Oversight Board has been unable to make such a decision. 

 

Finally, if any of the cash assets listed on Attachment 1 are Low and 

Moderate funds, H&S Code section 34177(d) states, “Remit 

unencumbered balances of redevelopment agency funds to the county 

auditor-controller for distribution to the taxing entities, including, but not 

limited to, the unencumbered balance of Low and Moderate Income 

Housing Fund of a former redevelopment agency . . . for allocation and 

distribution . . . [in accordance with] . . .Section 34188.” 

 

  

FINDING— 

Unallowable 

transfer to 

Successor Housing 

Agency 
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Order of the Controller 

 

Based on H&S Code section 34167.5, the Successor Housing Agency is 

ordered to reverse the transfer of assets in the amount of $41,469,835, 

and to turn over the assets to the Successor Agency. The Successor 

Agency is directed to properly dispose of those assets in accordance with 

H&S Code sections 34177(e) and (d) and 34181(c). 

 

City’s Response 

 

Attachment 2 contains a copy of the City’s response. 

 

SCO’s Comment 

 

Transfer of Housing Assets  
 

The City has raised several arguments, some of which have already been 

addressed in the SCO’s finding above.  New arguments are as follows: 

 That H&S Code section 34181(c) does not require approval by the 

Oversight Board of housing transfers to the designated housing 

agency because the introductory language of that section is that the 

“oversight board shall direct the successor agency to do all of the 

following. . . .” 

Response: While the SCO believes the intent of this language is that 

the Oversight Board approve the transfer, the issue is immaterial.  

The Oversight Board was unable to approve or disapprove the 

transfer because the RDA made the transfer without any decision by 

the oversight board. 

 That H&S Code section 34167.5 does not apply because the housing 

assets were transferred by the RDA on February 1, 2012, and this 

section applies only to transfers made by an RDA prior to 

February 1, 2012.   

Response: While the review period was identified in the draft report 

as January 1, 2011, to January 31, 2012, in fact H&S Code section 

34167.5 states that the unallowable asset transfers by an RDA are 

those that occur after January 1, 2011. Thus, the transfer of housing 

assets by the RDA on February 1, 2012, is subject to the provisions 

of this section. 

 That all housing asset transfers, regardless of when they were made, 

are subject solely to approval by the Department of Finance (DOF) 

using the information on the report described in H&S Code section 

34176(a)(2). 

Response: The information required to be on this housing report 

relates solely to transfers made after February 1, 2012, by the 

Successor Agency with the approval of the Oversight Board. 

However, in this case the Successor Agency was denied the 

opportunity to make that transfer.  We have discussed this issue with 
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DOF representatives and they concur that the report was not intended 

to include transfers made by the RDA.  Thus the DOF’s decision to 

not object to transfers by the RDA does not mean that they are 

approved by the DOF. Instead, such transfers are subject to review 

and decisions by the SCO under H&S Code section 34167.5. 

 

In summary, the SCO disagrees with the City and the finding and order 

remain as stated. 

 

Software License Asset Transfer 

 

After reviewing the City’s response on this issue, we have determined 

that this expenditure on behalf of the housing assets does not constitute 

an asset allowable for return to the Successor Agency. Therefore, the 

SCO finding and order will be revised to remove this item.  
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Schedule 1— 

Unallowable RDA to the Successor Housing Agency 

January 1, 2011, through January 31, 2012 

 

 

Unallowable Asset Transfer to the Successor Housing Agency  $ 41,469,835  

Total Unallowable Asset Transfers to the Successor Housing Agency  $ 41,469,835 
1, 2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
__________________________ 

1
 See the Finding and Order of the Controller section. 

2
 See Attachment 1. 
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Attachment 1— 

Summary of Assets Transferred by the RDA 

to Successor Housing Agency 
 

 

CASH
CASH: HOUSING: CP 17,704,157

CASH: SWF HSA: CP 256,799

CASH: JEFFERSON HSA: CP 831,934

CASH: FATRA HSA: CP -912,507

Total Cash 17,880,383$               

RECEIVABLES AND ADVANCES
A/ REC:HSA:FRC:CANYON CREST 44,992

ADVANCES: HSA: NSP SALES 192,500

NOTES RECEIVABLE:HSA-G 1,844,500

N/ REC: HSA: FULTON PARK PLAZA 400,000

N/ REC: HSA: FULTON VILLAGE 800,000

N/ REC:HSA:H STR LOFTS 300,000

N/ REC:HSA:BROADWAY LOFTS 650,000

N/ REC:HSA:MAYFLOWER LOFTS 400,000

N/ REC:HSA:FULTONIA 600,000

NOTES RECEIVABLE:HSA-G 1,265,604

N/ REC:HSA:PARC GROVE COMMONS 500,000

NOTES RECEIVABLE:HSA-G 71,400

N/ REC:HSA:VAN NESS/ MILDREDA 375,000

N/ REC:HSA:FULTON 541 435,000

N/ REC:HSA:122 N COLLEGE 69,000

LOANS REC: MARIPOSA::HSA-G 500,000

LOANS REC:HOUSING:W/  CITY 706,917

LOANS/ NOTES RECEIVAB:HSA-G 720,000

LOANS/ NOTES RECEIVAB:HSA-G 400,000

N/ REC: SWFH:EAH:SEQUOIA 203,000

N/ REC: SWFH:AMCAL:SUMMER HILL 2,000,000

N/ REC: SWF HOUSING: WESTGATE 228,016

N/ REC: SWF HSA: MLK SQ REHAB 500,000

LOANS REC: SWF HSA: W/ CITY 149,795

ALLOW FOR DOUBTFUL ACCTS:SWFH -500,000

LOANS REC:JEFFERSON HSA:W/ CITY 50,774

Total Receivables and Advances 12,906,497$               

PROPERTY HELD FOR RESALE
PROP HELD-RESALE:HSA:BERKELEY 2,230,912

PROP HELD-RESALE:HSA:CHINATOWN 411,347

PROP HELD-RESALE:HSA:LOWELL 31,599

PROPERTY HELD FOR RE:HSA-G 850,010

PROP HELD-RESALE:HSA:HA/ RDA 485,958

PROP HELD-RESALE:SWFH:HOPE6 3,059,276

PROP HELD-RESALE:SWFH:CA TRIAN 2,665,827

PROP HELD-RESALE:SWFH:INFILL 60,699

PROP HELD FOR RESALE: SWF HSA 887,327

Total Prop Held for Resale 10,682,955$               

Personal Property
COMPLIANCE SERVICES/ SOFTWARE LICENSE * -$                                  

Total Assets 41,469,835$               

Summary of Assets Transferred by the RDA to Successor Housing Agency
February 1, 2012

 
* The original amount of the contract was $46,292; this amount has been fully liquidated. 
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Attachment 2— 

City of Fresno’s Response to 

Draft Review Report 
 

 

 
 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 

 
 

  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

State Controller’s Office 

Division of Audits 

Post Office Box 942850 

Sacramento, CA  94250-5874 
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